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OFFICE OF THE ATTORNEY GENERAL OF TEXAS
AUSTIN

GERALD C, MANN
ATTORNEIY SENERAL

Honorable GCeo, K., She

Comptroller of Fublie Acsounts
Austin, Texas

Denr Sir:

s for tho:srelt ro-
rovided for in
. 30 cc Be

his i 1 usrtion of whether o2

not "The Hedloal giif
poratisn, is lisk
agenoy

groes rafei QX T » > in mieh 7061
Rovised Civil (Statutos of i

Your Dettoy shonpanied by a letter froax "The
Medioal amd h iox Buresau¥, and you indisate that
g :rtea sonsider qdeapions and the' fects as outlined

evalen and sooperative sssoeistion, withe
ut erofit/to At and, thersfore, vithwt sapie
Ntook; whiah nmmﬂ end restrists ite
1ad"t0 Ats members (who ereated;it), and,
hy, f3Sne its othar astivities m:m.,
enforoes and colleeta xesounts, diils or elaims
Tor and on bekalr of ite meshere and Tor its
neabers only, naking a eharge for such service,
wixich, after rroviding for the oosts inourred,
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is pasaed to surplus, the latter to be used
for charitable and aimoamry yurposes only,
witiiout recuniary gain to any of its members,
tazable a5 a "Collection Ageney™, as provided
in Artiele 7061, Revised Civil Statutea?'™

The letter says that the bureau's charter provides
at follows:

"The purposes for which the sarporation
is rforaed are to organize and maintain a mnoedfi-
cal and dental clearing house or bureau, with
power to adopt and presoribe rules and regula-
tions governing the aldxzission of aeadbers of aneh
agzoolation and + « « %0 provide and maintain .
¢ « » telephone exchange service 20 as to assure
modical and dental serviee will be availadle at
any hour of the 4ay or nightjs « « the sstablish-
ing, maintenange, and operation of a depsrtment
of oredit atauuﬁica tor furalishing its mexbers
Anformation in regard to the financial responsi~
bility, habits, end erelit worth generally
of md;.vxduala in order to guide the members in
the matter of extending eredit, and the right to
ad just, enforoe or ¢dllest all lewful socounts,:
notes, bBills or claims of every name and nasture,
for and on beralf of ite msmbers,t :

*'This corporation is formed as s smtually
bensvolent and ¢ocperative association to maine-
tain and support 2 medliocal and dantal aservice
bureau in the City of Houaton, Texus, without
rrofit to the corporation and thevrefore, it does
not have any oapital atook,.'™

We assume that the menbers aonsist entirely of ply-
sicians and dentists,

The only atatute we are directly concernsd with in
declding this quastion is Article P061 of the Revised Civil
Statutes of Texes, whie¢h reads as follows:

*Eagh individual, sompany, corporatioa, or
association, cwning, operating, aanaging or con=-
trolling any eollesoting agency, commeroial agengy
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or commoerolal revorting oredit agency within

this State, and oharging for colleotions made,

or business done, or reports made, shall make
quarterly, on the first days of January, April,
July and October of each year, a report to the
Comptroller under cath of the individual or of

the president, trsssurer, or superintendent of
such cong::w. corporation or sssoalation, showing
from business done within thias state the groas
amount received in the paymsat of charges for
collections made and business done and rcg:m
made during the quarter next preseding. oh
individuals, eompanies, corpcrations or assoola~-
tions at the time of said report shall

pay to the Treasursr of s Gtate an ocoupation
tax for the quarter beginning on said date egual
to one=half of ocne per oent of said gross reselipts
as shown by sald report.” _

Trom what we have found im our investigation the
terms “ccllesting sganoy” and“oolleetion ageney® meqn the
same thing. A definition of sollection agency is found in
ﬂuc;:igy v. Hughes, 36 R, I, 66, 88 Atl, 984, which reads
as ows}

wtA golleotion ageney is a eoncern whose:
business it is to eollest all kinds of oluims,
as well as notes, drafts, and other negotiadle
ingtruments, on behalf of others, and o ren-
der an acoount of the sane.'".

That definition was taken in that oass from & Am. & Mg,
¥noy. of lew 209, published in 1898: and 1t is eated as
the definition O0f collection agensy in 14 Corpus Juris Seoconw-
dum 1324, published in 1939. This indioates that 1t has
been acceptod as the Qe tion of eollegtion ageney for &
period of forty-one years, We bellieve that the acks of the
buﬁng in question brings it within the terms of this de-
finition, '

Although Artiele 7061 {quoted ebove} was passed in

1907, thers is only one appellate court cmse that we dan find
aocnetruing it, end that is the sase of Marchants Red Bogk Come
any v. State, (Comm, mpﬁ.l iz2s 8, ®, {24) 279. 7The faocts in
{ case were that the ts Red Book Cox s & COYpOr-

ation, worked in association with the Retall derchants Assoe

ciation of Dallas and collested and furnished to the mexbera
of said assosiation information as to the finaneisl stending,
abllity and credit of persous, and charged the members there-
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for, and did sverything thet would make the company & “oom-
meroial repertinf orelit agenoy® exocept that it 414 not
furnish information to everyone dut only to its nenders,
who consisted of Dallas merchants, The Commission of Ap-
npeals, Section A, sreanking through Judpe German, held that
Article 706) dié& not aprly to the Merchants Red Book Com-
pany and that the legislature 414 not intend to levy this
tsx against a ¢ompany of ttis kind, and saids

*It s altogether probable that a corpora=
tion or individual counld engage in the dusiness
of collecting at their own exponse information
ecneerning the credit rating of individual pure
chasers and onstomers and sell this information
to retall merchante, in the form of a red bBook
or by reports, or bothy and bulld up & large and
profitable enterprise, Such a business would
than undoubtedly take on the oharacter of a *Come
worcial’ oredit reporting ageney, such as R, G.
Dun & Co,, and other similer agencies undoubtedly
are, Obviously, such agensies coxes under the
statute, We t s however, the situation here.
is distin Ihis enternrs 8 1

sreta, 4T, for instance, | ; derahant
Assoclation of Dallss should ehoose to seleot &
ssoretary to oollect, preserve and aystomatize
211 of the inrformation obtained by eagh of the
mexders, snd to furnish wuch information to Sthe
respestive subscribers or partioipants in such
enterprise, oharge each a ree or sontribution
upon the basis of service furnished, whioh charges
constituted z fund to defray expenses, ineluding
salary of the seorelary, 1% could not be rvesson-
adbly contended that such Assosietion would ooume
within the msaning of the law in question., Ve
shink ths situation here is in praoctionl) effect
the same thing., Althongh the Chiltons mey have
e Tor the parose of mEking gain, 76T
enterprise for the purpose o s F
we think that the action of the Roﬁaﬁ‘ Herchantse
Asgsooiation in eonducting their eredit affairs
through the Chiltons, vather than throuch & sedre~
tary of their own choosing, =meking contributions

e
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of informstion, and in turn obiaining eervice up-
on a hasle of charges fixed or approveld by them-
selves, has not made the enterprice a ‘conreroial?
one, ft is their itethod of setiing up a elearing
house ¢f information eoneerning eredit cf pro-
poesed purchasars and customers, whiol iz an ez~
sential factor in thelr buainess, and they me-
doubt are thus condueting their eredit affaire a»
efficiently and at az low oozt aas they could bhe
otherwise eonducted, Disresgarding teahinical rules
of ownership, it may eppropria ”ﬂm

als e X,
subseribers WMM ---‘;:'
exigtence has been brough ot the ¢o

tio h 6 na:rcn\a. We do nog ﬁu
1h§§ %SQ faot the Chiltons are pald rather sude
atantially for their servises makes thig a ‘eomw
mereialt enterprise, in the sensc of heing ome
orgenized and operated for profit to thmu who .

u-- fits aoh promoters, It is mope gyial
ing & sooperapive e u P} “ at %M"i,.,_
' 16 ' -..1,' ;.m
nmmm:m:rmmm
‘;_“ ¥v I OUYS]. )
¥e believe that if a group o uim and deti~

titts organized a aengmy gimilar to th Earohanta Red Book
and it 414 all of the things done by & coameroial

mdit reporting agenoy but limited its eorvriges to the physi-

clans and dentists who were nembers of the organization that
the dompany would not be liadle for the iax prescribed in
Article 7061 and we ruch this gonclusion by virtue ct m
orinion in the case of Merchants Red Book Gamy \ L
o Artiele 7061 applics alike to & 'aaneot ng cmey‘

4 Yoommercial rcporbing oredit agengy®. If we ars oore
redt in our conclusion that an organization doing the busiw
nesa ©f a goumerdial reporting oredit agency but limiting
its services t¢ the physicians and dentiste who are meaxbeys
therecf ies not liadle for this tax, then we muat also reash
the conolusfon ihat an organization doing the businoss of »
sollecting agensy but limiting its sexrviges to the 8i~
cians and dentists who are memmbers thersof ia likewise nod
liable for this tax,

ML ]
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It is our opiniocn that, under the faots we have
before us, *"The idedical and Dental Service Bureau® is not
liable for the zross receipts tax yrovided for in Article
7061, Reviged Civil Statutes of Texss.

Yours very truly
ATTORNYY GUYEFRAL OF TEIAS

(Lo (7 Ao

Cecil C, Rotsoh
Assistant

CCR1IM

APPROVEDFEB 26, 1940
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